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ACCOUNTING
A . TEXT

ACCOUNTING PRINCIPLES AND CONCEPTS

The accounting system in any given country is one of the key
elements of the economic system. It is determined to a
significant extent by the level and direction of the economic
system’s development.

The most important theoretical concept of the Anglo-
American accounting may be summed up as follows: the
subject of accounting is the calculation of the financial results
of an economic entity’s business activity.

Accounting is used to describe the transactions entered into by
all kinds of organizations.

Accounting can be divided into three phases: capture,
processing and communication of financial information.

The first phase, the process of capturing financial information
and recording it, is called book-keeping. Accounting, in the true
sense of the world, extends far beyond the actual making of
records. It includes their analysis and interpretation, it shows
the relationship between the financial and events which have
created them.

Accounting can show the managers or owners of a business
whether or not the business is operating at a profit, whether or
not the business will be able to meet its commitments as they
fall due.

Accounting is based on the accounting equation, which states
that a firm’s assets must equal its liabilities plus its owners’
equity.

Assets and liabilities, profits or losses are listed in financial
statements. The two main types of financial statements are the
balance sheet and the balance sheet and the income statement
(profit and loss account).



The balance sheet lists a firm’s assets, liabilities and owner’s
equity at a point of time.

Changes in the balance sheet are made according to the
principle of double-entr%/ bookkeeping. The principle made its
appearance in the 13" century in Northern ltaly. It was
improved and disseminated at the end of the 14™ century by
the work of Luca Pacioli, a monk and a university teacher. This
principle states that each transaction must be recorded on the
balance sheet as two separate entries so that the accounting
equation will hold at all times, the totals of each side will
always equal one another, and that this will always be true no
matter how many transactions are entered are entered into.
Balance sheets are drawn up periodically: monthly, quarterly,
half-yearly, annually.

There is an account for every asset, every liability and capital.
Account can be prepared either on a cash or accrual basis. Each
account should be shown on a separate page.

The double entry system divides each page into two halves.
The left-hand side is called the debit side, while the right-hand
side is called the credit side.

The balance sheet shows a lot of useful financial information,
but it does not show everything. A firm’s sales, costs, and profit
for a given period are shown in an income statement.

Answer these question:

A. 1. What role does an accounting system play in an
economy?

2. Into what phases is accounting broken down?

3. What is an accounting equation?

4. What is the most widely practised principle of
bookkeeping?

5. What does the balance sheet list?

6. What is shown in the income statement?



VOCABULARY LIST

A. accounting n OyxranTepckuii y4er
to significant extent — B 3HaUUTENLHON CTEMIEHU
phase — cranus, dasa
capture — (3x1.) noxy4yenue (MHGOPMAIIUH)
processing — oopaboTka (HHGOpPMAIIHN)
communication — nepexaya (MHGOpaMIIUH)
recording — 3anuch (MHGOpPMALINH)
book-keeping — cueroBoaCTBO
record — 3amuch; 3amKChIBaTh, OTPAXKATh B OTYCTHOCTH
at a profit — ¢ npuObLIBIO
to meet one’s commitments — BBIMOIHATH 0053aTEIBCTBA
to fall due — nactynare (00 00s3aTenbCTBAX); MOJJICKATH
orIarte, MoJI)KaTh BHITIOTHEHUIO
accounting equation — 6yxranTepckoe paBeHCTBO
assets — aKTHUBBI
equal — paBHATBCS, ObITH PABHBIM
liabilities — maccuBbl, 00s3aTENBCTBA
owners’ equity — coOCTBeHHBIH (aKIIMOHEPHBINH) KarUTal
KOMITAaHUHT
financial statements — ¢uHaHcOBasi OTYETHOCTD
balance sheet — 6anancosslit otyeT, 6ananc
income statement — ot4er 0 NPUOBLISAX M YOBITKAX
profit and loss account — cuet npuObLIEl U YOBITKOB
double-entry bookkeeping — Oyxraitepckuii yd4er 1o
MOBOJY IBOMHOM 3amuCH
entry — 3anuce, IpOBOJKA
account —cuyer
cash basis — meTos 3amucu TOX0J0B M M3IEPKEK HA CUETaX
TOJILKO MPH WX MOCTYIJICHUU M BBITLIATE; KaccoBas Oa3a
accrual basis — meroq Ha4YMCIEHUWI TIPU ydYeTe JOXOJIOB U
U3JICPXKEK Ha CYeTaX; 3alHCh JOXOJOB M U3JIEPKEK B MOMEHT
3aBEPIICHUS OTIePALIUH



debit — gebet

debit side — neBast cropona 6ananca, 1eder cuera
credit — kpeaut

credit side — npaBas ctopoHa OayiaHca, KPeIUT cyeTa

B. accountancy — 0yxrantepckuil yueT
performance — mnoka3zatenu eSITEIBHOCTH, PE3YJIbTATHI
paboThl

fair — adj (30.) 4yecTHBII, MPaBUILHBIN, CIIPABEIINBBIIA
economic status — 3JKOHOMHUUYECKOE TTOJIOKCHUE

USEer — MmoJIb30BaTelb

managerial accounting — ynpaBieHYeCKH y4eT

outside USer — BHEIIHUIA OTb30BATEb

financial accounting ¢puHaHCOBBIN yueT

teething — problems mpo6ieMbl, BO3SHUKAIOIINE HA STaIle

CTaHOBJICHUS (HayaJbHOM 3Tarie)

going-concern basis npuHIun paboTaromero npenpHsTHs
assumption — mockLI, MPEANON0KEHNE, TOMYIICHHE
economic substunce — skoHOMHYECKast CYIIHOCTb
characteristics of information — xapakrepucTrka

uHpOpMaIun

C.

relevance — peeBaHTHOCTb

timeliness — cBoeBpeMEHHOCTD

prudence — 6iaropa3ymue, MpeIyCMOTPUTEIbHOCTh
reliability — nanesxxuocts

materiality — MmaTepHaaIbHOCTB, CYIIIECTBEHHOCTh
consistency — HEM3MEHHOCTh, IPEEMCTBEHHOCTb
comparability — cpaBHEMOCTB, COITOCTAaBUMOCTh

true and fair view — npaBuibHOE TipecTaBaCHHE (O YEM-II.)
harmonize — rapmoHHU3UPOBaTH, CONMKATH

public accountant (IMTUTOMHPOBAHHBIN )

YaCTHOINPAKTUKYIOIIUN OyXranrep

private accoountant — Oyxranrep, OEHCTBYIOIIUH B

npezenax 0HOW (UPMEI



practise V (30.) UMETh YaCTHYIO MIPAKTHKY

judgement — mHeHHE, CYXKICHUE

certified public accountant — agumITOMHPOBaHHBII
YaCTHONIPAKTUKYIOIIMNA OyXranrep

holder of a license — Bnagenen/nepxaresp TUIEH3UN

be authorized — umers npaBo, OBITH YIIOTHOMOYEHHBIM

to grant a license — mpeoCTaBIATh JTHIICH3UIO

state government — (30.) mpaBUTEILCTBO HITATA

to pass an examination caate 3x3aMeH

to keep knowledge up to date — nogepxuBaTh 3HAHKS HA
COBPEMEHHOM yPOBHE

integrity — (30.) Beicokast mpo)eCCHOHATbHAS PEITyTAIINS

confidentiality — (30.) koHbUIEHIIMATEHOCTD

to be held in low esteem — He moyk30BaTHCS YBOKCHUEM

to have much in common nmeTs MHOTO 001IIETO

auditing — aynut

consulting services — KOHCY/IbTAlIMOHHBIC YCITYTH

tax planning rmranupoBaHue HATOTOOOIOKEHHS

cost accounting mpouU3BOICTBEHHBIN y4eT

capital budgeting — cocraBaeHHe cMET KamUTaIbHBIX
pacxoioB

budgeting for current operations cocraBieHHe CcMET
TEKYIIUX PACXOI0B

financial information system buHaHCOBas
MH(POPMAaLIMOHHAs CCTEMa

professional body npodeccuonanbhas opraHu3arus



DIALOGUE
ACCOUNTANCY IN A FREE-MARKET ECONOMY

Russian: What is the role of accountancy in a free-market
economy?
American: Well, in a free-market environment, accounting
provides sort of a
vehicle for transmitting information about the
performance of
enterprises to those with an interest in it.
R: Would it be correct, in that case, to sum up the basic
functions of accounting in
in a market economy as measuring economic activity of an
enterprise and its
profit, showing changes in its financial position and
ensuring that a fair report
of the economic status and performance is made available to
all those
concerned.
A: Yes, you are right. I’d like to add that these functions are
performed at two
different levels.
R: We know that your accountants communicate financial
information to mane
people. What users need financial information?
A: ’'m coming to the point. One branch of accounting, called
managerial
accounting, provides information that managers use in
making decisions within
the firm. Other accountants prepare financial reports for
outside users. This
branch of accounting is known as financial accounting.
R: Financial accounting is only making its first steps in our
country and we are



having lost of teething problems. How does your accounting
meet the needs
of the users?
A: Our accounting standards and objectives of financial
statements fully meet the
users’ needs for useful information.
R: What basic principles ensure the provision of such
information in the manner
the market requires?
A: First of all, accounts must be prepared on a going-concern
basis.
R: What exactly does it mean?
A: It means accounting is based on the assumption that business
in question will
continue to operate. Besides, accounts must reflect the
economic substance of
the situation rather than simply its legal form.
R: What other characteristics make information useful for the
users?
A: First of all, I’d single out relevance, timeliness, prudence,
reliability,
materiality, consistency, and comparability.
R: As far as | know, these concepts are recognized
internationally. But users of
information often fail to get a true to get a true and fair view
of business
operations.
A: That depends on a number of factors. But | personally
believe that in the present
conditions, we all need to work harder to harmonize national
accounting
systems so as to make it easier for users to assess financial
information.
R: I can’t agree more, particularly taking into account growth
of transnational



corporations and increasing interdependence of financial
markets.

B. Answer these question:

1. What is the role and functions of accountancy in a free-
market economy?

2. Who uses financial information?

3. What are the major objectives of financial statements?

4. What is “useful” information for users?

Ex. 2 Translate the words. Give derivatives of these words:

account n performance n record n
manager n

statement n transaction n debit n
creditn

measure n available adj relevance n
prudence n

reliability n materiality n substance n
consistency n

comparability adj independent adj practice n
license n

confidential adj consult v

Ex. 3. Find English equivalents for the following Russian
phrases from the main text and the dialogues:

A. KJITI0YEBOH AJIEMEHT SKOHOMUYECKON CUCTEMBI; (PMHAHCOBBIC
pe3yabTaThl XO3AMCTBEHHON MESITEIBHOCTU XO3SMCTBYIOLIETO
cyObeKTa; CHENKH, B KOTOpPhIE BCTYMNAIOT pPa3IMYHBIC
OpraHu3aliiy;,  TOJlydeHHe, o0paboTka ¥  meperaya
nHpopmanuu; oTpaxkeHne uWHPoOpMaMK B  (UHAHCOBOU
OTYETHOCTH; paboTaTh ¢ NPHUOBUIBIO, BBIMOIHITH CBOH
00s3aTeNbCTBA; OyXTalNTEpPCKOE PAaBEHCTBO; AKTHBBI JIOJKHBI
OBITH PaBHBI MACCHUBaM; B OajlaHCE OTPAXKAIOTCA...; y4ET TIO
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IPUHIUITY JBOMHON 3amMcH; oTpakaTb B OajaHce, COCTABIAThH
OanaHc; cueT NpuoObUIeH U yOBITKOB,

B. nmnepenaBath uH(pOpManMIO; HU3MEpATb, W3MEHEHUS B
(MHAHCOBOM TOJIOKEHUH MPEaNpUsATHs; (UHAHCOBBIA Y4YeT;
yIpaBJIEHYECKUH y4eT; MpoOJeMbl HaualbHOTO MEPUOA; Len
(buHAHCOBOU OTYETHOCTH; MPUHITUTT paboTarormiero
HOPEeINpUsATHs; SKOHOMHYECKasi CYIIHOCTb; J1aBaTh HCTHHHOE
IIPEJICTABICHUE O AEATEIbHOCTU PUPMBI; CONMKATH TPUHLIMIIBI

yueTa.

Ex. 4. Say in a few words what the main text is about. Use
the opening phrases.

The title of the text is...;

The main subject of the text is...;

The author describes the problem of...;

The author shows that...;

The describe at (the problem of ...) ...;

The text deals with the issue of ...;

It is clear from the text that ...;

Among other things the text raises the issue of ...;
The problem of ... is of great importance.

One of the main points to be single out is ...;
Great importance is also attached to ...;

In this connection, I’d like to say ...;

I find the question of ... very important because ...;
I think that ... should be mentioned here as a very important
mechanism of ....

11



BALANCE SHEET

The position of the enterprise is presented in the balance sheet.
That statement shows resources and the claims to or interests in
them and provides an indication of the financial of the
enterprise.

The balance sheet includes the following elements:

ASSETS

Assets include property, plant and equipment, financial leases,
investments in subsidiaries and other enterprises; long-term
receivables; purchased goodwill, patents, trade marks and
similar intangibles; marketable securities; current receivables
(or trade debts); inventories; cash and bank balance; and
prepaid expenses.

Assets arise from past events, which may be cash or non-cash
transactions. Assets may be purchased for other for other
assets, self-generated or received as grants or donations.

An asset is recognized when it is reasonably certain that the
future economic benefit embodied in it will flow to the
enterprise.

In a number of countries, intangible assets such as concessions
patents, licences, trade marks and similar right and assets may
be recognized in the balance sheet only if they were acquired
for a valuable consideration. A number of countries allow
assets to be carried on the balance sheet only if the reporting
enterprise legal owner.

LIABILITIES
Liabilities include long-term loans and bank overdrafts,
payables, pension plans and similar financial obligations. The

scope of definition of liabilities covers obligations whose
financial amounts can or cannot be established precisely. It

12



therefore covers what is usually described as provisions in
some countries. Provisions are liabilities, the amount of which
cannot be established precisely, or the occurrence of which is
uncertain. In some countries, provisions may not be used to
adjust the value of assets. In those countries, value adjustments
on debtors are referred to as write-downs. In other countries,
write-downs on debtors are commonly referred to as
provisions. Provisions should be distinguished from reserves,
which are amounts set aside equity for future use with respect
to obligations which may arise from probable or possible
events.

A liability is recognized when it is reasonably certain that a
future reduction in economic benefit will result from the
settlement of the obligation.

EQUTY

Paid-in capital is treated differently in many countries, in some
of which all amounts paid in by equity shareholders are
classified as paid-in and not further categorized. In other
countries, paid-in capital is divisible into two types: that
relating to the par value of the par value of the shares offered
for sake and that relating to share premium or additional
capital. In consolidated balance sheets, the amount of equity
should be given separately for the shareholders of the parent
enterprise and for other shareholders.

Equity is a residual arising from the deduction of liabilities
from the assets of the reporting enterprise. Equity arises from
two sources: That provided by shareholders (for example, paid-
in capital) and that generation by the enterprise (for example,
earning less distributions to shareholders, unrealized surpluses).

13



B. INCOME STATEMENT/PROFIT AND LOSS
STATEMENT

The income statement, or profit and loss statement measures
the performance of an enterprise. The bottom line of this
statement is the net result of the operations of the enterprise in
the reporting period. It reveals the change during the period in
the equity of the enterprise resulting from its operations.

Revenues

Revenues are inflows or enhancements of assets (or reductions
of liabilities) that arise in the course of the normal activities of
the enterprise.

The events that result in revenues and revenues themselves are
referred to by a variety of names: including sales fees, interest,
dividends, royalties and rent.

Expenses

Expenses are outflows or depletions of assets (or additions to
liabilities) that arise in the course of the enterprise’s normal
activities.

The events from which expenses arise and expenses themselves
are referred to by a variety of names, including cost of sales,
wages and depreciation.

An expense is recognized when it is realized that an
expenditure does not produce future economic benefits. It is
also recognized when a liability is incurred without the
recognition of an asset. When it is possible to do so, expenses
are recognized in the income statement on the basis of direct
association between expenses incurred and the earning of
specific items of income. The process is commonly referred to
as matching of expenses with revenues.

Gains and losses

Gains are increases in equity that results from transactions that
are incidental to the enterprise’s activities and from other

14



transactions, events or circumstances affecting the enterprise
during a period, except those that result in the revenues or
equity contributions.

Losses are decreases in equity that result from transactions that
are incidental to the enterprise’s activities and from other
transactions, events or circumstances affecting the enterprise
during a period, expect those that result in expenses or
distributions of equity.

Gains are normally recognized when realized. Losses are
normally recognized when realized or when realized or when it
becomes evident that there is an impairment in the value of the
assets, or an increase in the liabilities, to which the losses relate.

Based on: Object and Concepts
Underlying Financial Statements,
ISAR, 1989

Green Accounting

“Green accounting” is accounting for the environment. It is
major issue of public concern currently being addressed by the
Intergovernmental Working Group of Expect on International
Standards of Accounting and Reporting. In its report, presented
in March 1990, ISAR consider some preliminary research of the
nature, benefits and costs of environmental disclosures together
with some tentative recommendations. In its second report, a
year later, ISAR reviewed the response of government and
industries to its initiative in this area. On the basis of the results
ISAR made some recommendations concerning environmental
disclosures and took a decision to continue monitoring
information disclosures and accounting practices in this area.

Six major global industries (chemicals, forestry products,
metals, motors, petroleum and petrochemicals, and
pharmaceuticals) have been chosen as the basis of the survey.
The grounds for this selection were that such industries are
particularly likely to have environmental information to report
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as they are industries that tend to have a significant impact on
the environment because of the types of raw materials
consumed, the production processes employed, or the nature of
the end product.

The industries were asked to disclose information relevant to
the following major areas of concern:

- policies and programmers about environment,

- major environmental improvements achieved,

- emission levels,

- impact on governmental legislation,

- legal proceedings,

- financial impact.

The survey revealed that there is a high level of interest in
environmental matters 86% of the surveyed enterprises
provided at least some information. Besides, the level of
disclosure has increased greatly in comparison with the
situation a few years ago. However, most corporations
complied with only a very small number of the ISAR
recommendations. The most common disclosures continue to
be qualitative or descriptive in nature, but not quantitative. It is
difficult to gain an objective view of a corporation’s
performance in this area.

A significant minority of corporations disclose information
about the actual emission levels and contingent environmental
liabilities. One major problem concerning environmental
actions that few corporations have yet taken is the questions of
how to report the achieved results. For example, while the
initiation of major environment programmes, the achievement
or large percentage reductions of emissions and the making of
large financial expenditures may indicate that a corporation is
improving its performance, it may also indicate that the
corporation has major environmental problems. In contrast, the
existence of no new programmes, stable emission levels and
little financial expenditures may indicate that a corporation is
either ignoring the problem or that the corporation has done

16



extremely well in the past and there is little for further
improvements. There is an encouraging sign, however, that a
small number of corporations started to provide fairly detailed
and objective information on the extent to which they are
meeting the industry norms and governmental requirements.

Words you may need:

“green accounting” «3eieHast OyxraaTepus»

environmental disclosures orpaxenue wuHboOpMaIH O
MEPOTPHUATHSIX 10 3aIUTE OKPYKAIOIICH CpeIbl

emission level ypoBeHb BpeiHBIX BBIOPOCOB B aTMOChepy
comply (with) v (30.) BBIIOTHSATH (pekomenoayuu)

contingent liabilities ycioBuble 00s3aTenscTBA

AUDITING
A. TEXT.
PERFORMANCE AN AUDIT

Auditing is a process in which an independent accountant-
auditor examines a firm’s accounting records and financial
statements and offers an opinion on their accuracy and
reliability.

There are different types of audits, for example, financial
statements audits, income tax audits, “value for money” audits,
environmental  audits, administrative audits, financial
management audits, etc.

The accountancy profession has built up a significant amount
of expertise in performing financial statements audits.

Accounts audits were established as an instrument to protect
third parties, the users of accounts, since the auditor’s opinion
helps established credibility of financial statements.
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Special bodies of users, such as supervisory boards, employee
representatives, government agencies may sometimes need an
indepth audit report, which is usually confidential.

It should be stressed that auditors do not monitor, they offer an
opinion, and the audit process and audit procedures are
complicated and manifold. The auditor’s opinion is gradually
being built up from a mass of detailed work to the final
judgement through the planning and testing stages. The auditor
normally starts with a study of the performs a preliminary
analytical review.

Then he should direct his attention to the financial statements.
Interestingly enough, however, the auditor’s attention is not
directed towards the financial statements’ elements as such, but
towards the correctness of various assumptions made the
management for their preparation. For instance, the auditor
needs to known if figures are complete and accurate and reflect
what they should reflect, if income and expenses are recorded
in the proper periods and the legal position is reflected
adequately.

The auditor should focus on any misstatement whether it is
intentional. The management is responsible for the reliability of
financial information. If the management is not prepared to take
the responsibility it may be complete the audit. In such
situations the auditor should seek his own evidence by means
of independent audit procedures.

Although the financial are the ultimate objectives of an audit,
normally such audits cannot be completed a proper study and
evaluation of the accounting system and assessment of the
internal accounting controls.

Defining the audit strategy the auditor has to decide whether to
rely on internal controls or to resort to substantive testing
applying analytical review procedures, such as test in totals,
comparison with budgets or even statistical analysis of figures.
In the planning stage as well as during the performance of audit
procedures and, finally, in forming conclusions, “materiality”

18



and “audit risk” are critical elements in the auditor’s
judgement. “Materiality” refers to the magnitude or nature of a
misstatement (including an omission) of financial information.
“Audit risk” (including three different components — inherent
risk, control risk, detection risk) is the risk that auditor may
give an inappropriate opinion on financial information that is
materially misstated.

The natural finalization of the audit process is the auditor’s
report, reflecting the auditor’s opinion on the financial
statements. Unfortunately, audits do not always end up in an
approval of the financial statements. Any deviation from the
unqualified opinion should be explained in the auditor’s report,
including the uncertainty or the disagreement that caused the
auditor to qualify his opinion.

In order to protect the public interests and the profession’s
integrity an individual must be sufficiently educated and
adequately trained before being certified to act as an auditor.
Below you will find a sample of an auditor’s:

To the Shareholders of...Ltd.:
We have audited the accompanying balance sheet of Ltd. as of
31 December... and the related statement of income for the
years then ended.
Our audit was conducted in accordance with generally accepted
auditing standards and, accordingly, included such test of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances to establish whether
the balance sheet and related statement complied with Russian
regulations and were in agreement with the underlying
accounting records.
In our opinion, the balance sheet and related of income of...
Ltd. referred to above have been prepared in compliance with
the relevant Russian regulations and are agreement with the
underlying accounting records.

19



Moscow,
24 March...

AUDITING IN RUSSIA

Englishman: In most industrialized countries audit is a statutory
requirement applying to limited companies. Are there similar
regulations in force in Russia?

Russian: The transition to a market has led to the establishment
of new market mechanisms and creation of new institutions.
Under the legislation in force, joint ventures are required to
submit their annual financial statements, audited by an auditing
organization, to the local financial authority.

En.: As far as [ know, you didn’t use to have auditing firms in
the past. Are there any auditors now?

R.: Yes, there are. This profession is developing very fast.
There are hundreds of auditions firms in every big city now.
En.: In the UK the auditor is responsible for ensuring that the
accounts show a “true and fair” view of the business’s financial
position and performance. What is auditing in your country?

R.: As elsewhere, auditing in our country is a process in which
an independent accountant examines a firm’s records, analyses
financial statements and offers an opinion on their accuracy and
reliability. If the auditor doesn’t find faults he confirms the
Balance Sheet and the Profit and Loss Account.

En.: | see, we have much in common here. Our auditors, as
rule, are chartered public accountants, too. Besides, our
auditors are very active in consultancy.

R.: Due to the specific business environment, auditors in our
country render a very wide range of consultancy services.

En.: | suppose they help their clients to prepare tax returns and
give advice on the maintenance of accounting and
organizations of internal control.

R.: Not only. our auditors also give on how to set up
businesses, how to improve an enterprise management, explain
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to their clients rules for performing foreign trade transitions and
foreign currency operations.

En.: It is widely believed in the UK that auditors are to play
their proper part in the national economic development, they
must be independent of pressures not simply from clients but
also, as far as practicable, from government or state agencies.
R.: The majority of our auditors fully share this point of view.
Besides, we believe that an independent, effective and efficient
profession requires a strong institutional infrastructure. Audit
chambers have been set up throughout our country.

En.: It’s nice to hear it. Besides, the strength and prestige of a
professional body depends on the professional competence.
Who is entitled to carry out statutory audits of accounting
documents in Russia?

R.: Only auditors having a license. We know that the
professional qualifications for auditors in the UK are very high.
What are they?

En.: Well, our standards in this field are really very high. Every
chartered accountant undergoes several years of intensive
professional training culminating in examinations of a very
high standard. Even then, further experience and study are
required to obtain a practicing certificate.

R.: What subjects do examinations cover?

En.: A very wide range, | must say. They include auditing,
analysis and critical assessment of annual accounts, general
accounting, consolidated accounts, cost and management
accounting, internal audit, legal and professional standards
relating to the statutory auditing, company law, the law on
insolvency, tax law, civil and commercial law, basic principles
of management, etc.

R.: It’s not surprising that your accountants and auditors are
respected the world over.
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Notes

should focus on any misstatement whether it is intentional
or unintentional — ciexyer oOpatuTh BHHMaHHE Ha Jr000E
HUCKaXCHUC HE3aBUCUMO OoT TOIO, SABJISICTCA JIn OHO
MNpeaAHaMCPCHHBIM UJIKM HECITPECAHAMCPCHHBIM

... that caused the auditor to qualify his opinion — kotopsie
3aCTaBUJIM ayJuTOpa BHCECTU OI'OBOPKM B CBOC 3aKJIIIOYCHUC
(BBIpa3uTh 0COO0EC MHEHUE)

VOCABULARY LIST

A. auditing — ayaur

auditor — ayauTop

examine — mpoBepsITh, MPOBOIUTH PEBH3HIO

accounting records — TOKyMeHTHI y4eTa

financial statements — ¢puxancoBast oT4UETHOCTD

to offer an opinion — caenate 3akirouYeHHe (IO
pe3ylbTaTaM ayIuTOpCKOH POBEPKH)

accuracy — TOYHOCTh

reliability — nocroBepHoCTh, HafEKHOCTH

audit — ayauT, ayauTopckast mpoBepKa, PeBU3HS

build up — HapamBaTh, HaKarIMBaTH

account(s) audit — ayaut cueToB, peBU3HS CYETOB

auditor’s opinion — 3aKJIOYEHUE ayIUTOpa, AYTUTOPCKOE
3aKJIFOUCHHE

credibility — BeposTHOCTB, IpaBIONOI00KE, TOCTOBEPHOCTh

supervisory board — HaGIr01aTENBHBIN COBET

government agency — BeOOMCTBO, NPAaBUTEIbCTBEHHAs
OpraHu3amus

indepth audit report — neranbHbIi ayIUTOPCKUIN OTYET

audit process mpoiiecc MpoBeaACHHS ayAUTOPCKOI TPOBEPKU

audit procedures — MeToauMKa TpOBEACHUS peBU3UU [
ayJIUTOPCKO# TPOBEPKHU

manifold adj — pasHooOpa3HbIi, MHOTOCTOPOHHHMA
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judgement — cyxieHue, orieHKa
planning stage — cragus (3Tanm)  IUTAHUPOBAHWMS
(ayIuTOpCKOM MPOBEPKHU)
testing stage cragus (3tam) npoBepKu
audited company mpoBepsieMasi KOMITAHFHsI
preliminary analytical review — npeiBapuTeIbHbI aHATU3
(HHAHCOBO-XO3SIICTBCHHOM JEATSILHOCTH
assumption — pomyieHue, MPEANOCHUIKA, IPEIOI0KEHHIE
complete figures — monubie qaHHbBIE
accurate figeres — TouHble JaHHBIC
record — perucTpupoBath, 3aMUCHIBATh, OTPAKATH
proper period — HajIeKALHIA IEPUO.T
legal — position ropuanveckoe MOJOKEHHUE, FOPUAUMIESCKUAN
CTaTyC
misstatement — cooOleHne HEBEpHBIX (HEMPABHIbHBIX)
CBECHUM, NCKaKeHNE CBEICHNH
(un)intentional adj — (ue)npeaHamepeHHbI#H
to take responsibility — 6pats (Ha cebst) OTBETCBEHHOCTD
to complete — the audit 3aBepmuTh ayAUTOPCKYIO IPOBEPKY
to seek evidence — uckarp goKa3aTeabCcTBa
ultimate objective — koHeuHas 11e]1b
evolution — orenxka
substantive test(ing) — He3aBucHuMas MpoBepKa
test in totals — mpoBepka HTOTrOBBIX YKCEN
in from a conclusion — cxenaTts BBIBOA
materiality — «cymiecTBeHHOCTE (MCKasKEHUSI)
audit risk — puck Heka4ecTBEHHOT'O KOHTPOJIS
critical adj — (30.) perarorii
magnitude — BenuuuHa, pa3Mep
omission — mpomyck
inherent risk — (31.) mpucymwmii (BHIy IEATEIHLHOCTH)
pHCK
control risk — puck KoHTpOJISI
detection risk puck (He)oOHapyKeHuUs
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approval of the financial statements — moarTBepkaeHne
(MHAHCOBOW OTYETHOCTH

deviation — oTkiI0HEeHHE

unqualified — opinion 6e3ycinoBHOe MHeHHE (OlCHKa,
3aKJIIOYEHUE)

to qualify the opinion — mate ayauTopcKkoe 3aKiIFOUCHHE C
OrOBOpPKaMHu

integrity —  10OpOCOBECTHOCTh,  MPO()ECCHOHATbHAS
YEeCTHOCTh

certify — Be1aBaTh CBHICTEIBCTBO

audit — mpoBOUTH ayIUTOPCKYIO IPOBEPKY

accompanying — adj npunaraembIit

balance sheet — 6anarcoBbIit oTYeT

the related statement of income — cooTBeTCTByrOIIHiA
OTYET O NPUOBUIAX M YOBITKAaX

to conduct an audit — mpoBOIUTH AyAUTOPCKYIO MPOBEPKY

generally accepted auditing standards — oOmienpuHsaTBIC
CTaH/apThl ayUTa

accordingly adv — cooTBeTcTBEHHO

in the circumstances — B 1aHHBIX 00CTOATENBCTBAX

to comply with regulations - cooTBeTcTBOBaTH
TpeOOBaHHSM, TPABUIIAM H T.1I.

in agreement with — B coorBercTBuu C

underlying adj — nexxaruii B ocHOBE

in compliance with — B cooTBeTCTBHHM C

relevant adj — ymecTHBII, OTHOCSAIIMIACS K A€y

B. statutory requirement — ycTaHOBICHHOE 3aKOHOM
TpeGoBaHue

in force — neficTByrommuii

“true and fair” view of the business’s financial position —
TOYHOE OTpaKeHHE (PUHAHCOBOTO MOJIOKECHUST KOMITAHUHT

to find faults — HaxoauTh HeTOUETHI

profit and loss account cuer npuObLIEi U YOBITKOB
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chartered public accountant  guIUIOMHpPOBaHHBIM
YaCTHOINPAKTUKYIOIIUN OyXrairep

consultancy — nmpegocraBiieHrue KOHCYIBTAIHOHHBIX YCIIYT

to render a wide range of services — mpemocraBisATh
IIMPOKUN MEPEeUYEeHb yCIyT

tax return — nanorosas AeKiapanus

maintenance of accounting — BexeHHE CHCTEMBI
OyXTraJlTepcKOro yuera

enterprise — management yrpasiieHue TPeaIPUSTHEM

foreign currency operation — omepaisi ¢ HHOCTPaHHOM
BaJIOTOMN

institutional  infrastructure —  wuHCTHTYHHOHATLHAS
UHPPACTPYKTYpa

audit chamber ayauropckas nanata

professional competence  —  mpodeccroHaNbHas
KOMITETEHTHOCTh

to be entitled — umeTs mpaBo
statutory audit — ayaur, mpeanucaHHbBIH 3aKOHOM
professional  qualifications —  mpodeccuonanbHbIe
KBaTM(UKAIIMOHHBIE TPEOOBAHUS
practicing certificate — cBugeTenbCTBO, Haroliee MPaBO
3aHUMAThCS AYJUTOPCKOHN e TeTbHOCTHIO
consolidated accounts — cBoHas OTYETHOCTE
cost and management accounting — mpou3BOACTBEHHBIN U
YIIPABJICHYECKUHN yUdeT
insolvency — HemnaTexecrnocoOHOCTh
civil and commercial law — rpaxxnanckoe u KOMMepUYecKoe
paBo
employment law — 3akoH 0 3aHATOCTH
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EXERCISES
Ex.1. Answer these questions:

A. 1. What is auditing?

2. What audits are practiced nowadays?

3. What does the auditor’s opinion help establish?

4. How is an audit planned?

5. What do auditors normally start with?

6. What do auditors direct their attention to when they
analyse financial statements?

7. What responsibilities do managers (directors) undertake
with regard to the audit?

8. What are the responsibilities of auditors?

9. Do auditors study and the accounting system and the
internal accounting control during the audit? Do they rely on
internal controls?

10. What are the most critical in the auditor’s judgement?

11. Do all audits end up in the approval of the financial
statements?

Why do auditors sometimes disclaim or qualify their opinions?

12. Who has the right to act as an auditor?

13. What audit conducted by the auditors whose opinion is
stated in the sample?

14. What were the auditors responsible for?

15. What opinion was expressed?

B. 1. What forms of business organization are audited in
Russia?

2. Why is the auditing profession developing fast in Russia now?

3. What responsibilities do the UK auditors take?

4. Why is it that Russian auditors offer a wide range of
services?

5. What conditions can ensure existence of an independent,
effective and efficient auditing profession?

6. What professional qualifications exist for auditors in the UK?

7. What examinations do the UK auditors take?
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Ex.2. give derivatives of:

audit n record n accuracy n
reliability n

accountant n credibility n confidential adj
complete adj

correctness n misstatement n independent adj
evaluation n

conclusion n material adj comply v
create v

performance n certify v practice n
insolvency n

Ex.3. Find English equivalents for the following Russian
phrases from the text:

A. poBepsTH (10JBEpraTh peBU3UHN) YUETHYIO TOKYMEHTAIINIO;
JlaBaTh 3aKJIFOUYEHUE B OTHOIIEHUH TOYHOCTH U JOCTOBEPHOCTH
(MHAHCOBOW OTYETHOCTH; ayIuT (PUHAHCOBOM OTYETHOCTH;
pEeBU3US NPAaBUWIBHOCTH HAYMUCIECHUS IOJXOIHOIO HAaJora;
ayaIuT ONTHMAJIBHOTO WCIIOJIb30BAHUS JEHEKHBIX CpE/CTB;
ayIuT MEPONPUATHHN T10 3aIUTE OKPY>KAIOIIEH CPEebl; PEBU3HS
MPABWIBHOCTH JIEUCTBUI PYKOBOJICTBA; poOBEpPKaA
3¢ deKTUBHOCTH (PUHAHCOBOM JESATETBHOCTH PYKOBOCTBA;
y4eTHble PAaOOTHUKM HAKONMJIM 3HAYUTENbHBIA ONBIT B ...
ayIuT CYETOB SIBJSETCS WHCTPYMEHTOM 3allMThl HHTEPECOB
nojp3oBareie  (PUHAHCOBOM  OTUETHOCTH;  3aKIIOUEHUE
ayauropa JeyaeT  (MHAHCOBYKO OTYETHOCTh  HAJE)KHOM;
HAOJIOAaTeIbHBIM COBETAaM M BEJAOMCTBAM HWHOTZA HY)KHBI
ri1y0OOKHe ayJUTOPCKUE OTYEThl, KOTOpPbIE SBISAIOTCS, Kak
IIPaBUJIO, KOH(DUIEHIUAIBHBIMU; ayTUTOPbI HE KOHTPOJIUPYIOT,
OHM JIal0OT 3aKJIIOYEHHWE B  OTHOLUIEHUHM TOYHOCTU H
JOCTOBEPHOCTH (PUHAHCOBOIM OTYETHOCTH; J€J0Bas cCpela, B
KOTOpoil paboTaer mpoBepsieMass KOMIIAHUS;, ayJUTOPBI
o0palraroT CBOe BHUMaHHE Ha MPaBUJIBHOCTh MPEANONIOKEHUH
PYKOBOJCTBa; IpEeIHAMEPEHHOe WM HEeNpeJIHaMEepeHHOe
UCKa)XCHUE NaHHBIX; OpaTh Ha ceOsS OTBETCTBEHHOCTH 34 ...;
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Ipoleaypa NpPOBEIECHHS ayIUTOPCKOM MPOBEPKH; OIIEHKA
CUCTEMBl BHYTPEHHEI'0 KOHTpOJIS; mpuberarb K HE3aBUCHUMBIM
poBepKaM; aHann3 GUHAHCOBO-XO3MCTBEHHON IeATEIHHOCTH;
«MaTepHabHOCTh» U «PUCK HEKAYECTBEHHOI'O KOHTPOJISI»
ABIISIIOTCS.  UCKJIIOUUTENBPHO  BAXKHBIMH  (haKTOpamMH  TpU
GbopMUpOBaHUM  3aKIIOYEHUS  ayAUTOpa;  IOATBEPAUTH
(UHAHCOBYI0O  OTYETHOCTh;  O€3yCJIOBHOE  3aKJIIOYECHHE;
ayJIUTOpCKas IMpoBepKka Obula IMPOBEJECHA B COOTBETCTBHU C
OOUIENPUHATHIMUA CTaHJIAPTAMM ayAuTa; OallaHCOBBIA OTYET
COOTBETCTBYET POCCUIICKOMY 3aKOHOJIaTENbCTBY;

B. nmpoBeneHune ayauTopckoil MpoBEepKHU SBISIETCS TPEOOBAaHUEM,
YCTAaHOBJIEHHbIM 3aKOHOM; B COOTBETCTBHU C CYLIECTBYIOIIHUM
3aKOHOJIATEIbCTBOM; (PUHAHCOBAas OTYETHOCTb, IPOBEPEHHAS
ayaUTOpCKOM  (QupMoif;  aynuT  OBICTPO  pa3BUBACTCS;
(rHAHCOBAst OTYETHOCTH JJA€T UCTUHHYIO KapTUHY (PMHAHCOBOTO
COCTOSIHUS;  OOHApPY)XUTh  HEJOYEThl; IMOATBEPIAUTH  CYET
npuObUIe M YOBITKOB; aKTHMBHO 3aHUMAThHCSI KOHCYJIbTAl[MOH-
HBIMU YCJIyTaMH; IIpaBHUjla OCYILECTBJICHUS BHEIIHETOPIOBBIX
CHCNOK M ONepauuid C TBEpAOW BaJIOTOM; OPraHU30BaTh
ayJUTOPCKYIO ManaTy; UMETh JIMLIEH3HUIO; TPONTH UHTEHCUBHYIO
npo(ecCHOHATIBHYIO MOATOTOBKY; IOJYYUTh CBUJIETEIHCTBO
MPaKTUKYIOIIETO ayIuTopa.

Ex.4. say in a few words what the main text is above. Use
the opening phrases from Ex.4 (Page 11).
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